Another matter pursued by management is the 
operational problem of Coleman Collieries. We 
believe our original concept that reserves of good 
quality metallurgical coal must increase in value 
over a period of time, is correct. In this regard, it 
is significant that only last Saturday, one of the 
major Alberta coal mines announced a negotiated 
increase in price of over $3.00 per long ton of 
coking coal. 

World prices and demand are strong, and 
Coleman has reserves estimated by consulting 
geologists to be in excess of 200,000,000 tons. 
Unfortunately, however, the present mining opera- 
tions have not made the contribution to North- 
ern’s earnings we had hoped for. The problem 
has been a continuing series of geological dis- 
turbances or faults which have required a number 
of revisions in mining plans and subsequent re- 
ductions in planned output resulting in much 
higher costs. 

Coleman’s management is working vigor- 
ously to improve the situation but | would em- 
phasize to shareholders that, at this time, we do 
not expect Coleman’s operations to be profitable 
in 1973. A price increase of the order already 
mentioned could have a marked effect in the 
year’s results. We will keep shareholders fully in- 
formed of developments. 


Opportunities for Growth 


The long term outlook for Northern and Central 
is excellent, although at the moment it is a dis- 
appointment to shareholders and management 
that the stock market doesn’t reconize this fact. 
It has been said that there is nothing the stock 
market dislikes more than uncertainty and as | 
have already pointed out, there are undoubtedly 
uncertainities in the energy business in Canada. 
In the long term, an energy company in Canada 
must benefit from the ever-increasing world wide 
demand for its products. 

At the same time, there are a number of sec- 
tors in the Canadian economy that have been 
extremely strong and thus attracted more investor 
interest. As | have already said, | am confident 
that the present unknowns for our industry should 
be resolved in great part during 1973. 
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| would emphasize to Northern’s shareholders 
that their investment gives them participation in 
one of Canada’s largest integrated energy com- 
panies with interests in oil and gas development, 
production, transmission and distribution, in- 
cluding very important participation in the Atha- 
basca Tar Sands. In addition, Northern’s share- 
holders own an interest in coal reserves which 
could supply increasing world wide need for good 
quality metallurgical coal, also coal for thermal 
generation of electricity and gasification. 


In the shorter term, through to the end of this 
year, Northern's earnings could be favourably 
affected by a number of possibilities: 

1. Continued improved returns on natural gas 
sales through upgrading of end use with sub- 
sequent higher prices; 

2. Increased sales volume resulting from greater 
penetration of the various markets served, par- 
ticularly Montreal and the Province of Quebec; 


3. Better returns from the coke plant operation 
in Montreal, resulting from plant improvement 
and the very active demand in North America 
for foundry coke; 


4. Larger sales of LNG from the increased capa- 
city of the peak shaving plant in Montreal, in 
view of continuing strong U.S. demand; 


5. Higher prices and delivery volumes for pro- 
duction of oil and natural gas in Alberta; 
6. A higher price for coal. 

These are the main developments, as | see 
them, which could occur during the remainder 
of 1973. If they do, then Northern and Central 
could continue its growth pattern in line with past 
progress. If, on the other hand, very few of these 
favourable factors materialize, then Northern and 
Central could experience a pause in earnings 
growth. 

| can assure you that management is positive 
and aggressive and is making every effort to take 
the necessary steps that will insure a good year 
in 1973. 
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ANNUAL MEETING 
Thursday, April 19, 1973 
Toronto, Ontario 


Address by: 
EDMUND C. BOVEY 
President and Chief Executive Officer 
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